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PROPOSITION 60 ,
CHAPTER 186, STATUTES OF .1987 No. 87/71
(ASSEMBLY BILL 60)

Chapter 186 of the Statutes of 1987 {Assembly Bill 60) implemencs
Proposition 60 on the November 1986 ballot by adding Secticn 69.5 to the
Revenue and Taxation Code to provide Efor transfers of base-year values by
homeowners who are at least age 55, under certain circumstances.

This letter will highlight the key elements added to the Revenue and Taxation
Code by the legislation, followed by a series of questions and answers, A
copy of the chaptered legislation is included for your use.

' Key Elements

Section 69.5 allows qualified homeowners to transfer the base-year value of
their present principal residence to a replacement dwelling provided that:

1. Both properties are located in the same county.

2. As of the date of transfer of the original property, the transferor
{seller) is at least 55 years of age. (If married, only one spouse
need be at least 55, but must reside in the residence; if co-cwners,
only one co-owner need be at least 535 and must reside in the
residence-. )

3. The original property was eligible for the Homeowners' Exémption when
sold (if however, the replacement dwelling is acquired first, then
the original property or the replacement dwelling must be qualified
for a Homeowners' Exemption as of the date of sale of the original
property), and the replacement dwelling is eligible for the
Homeowners' Exemption after purchase, as a result of the claimant's
occupancy as his/her principal residence. In addition, property
currently receiving the Disabled Veterans' Exemption is eligible for
Chapter 186 benefits in accordance with Section 69.5(g)(10) of the
Revenue and Taxation Code.

4. The replacement dwelling is purchased or newly constructed on or
after November 6, 1986, and within two vyears of the sale of the

. . original property.



TO CCOUNTY A33ES30RS -2- September 11, 1987
5. The rcaplacement dwelling value :s equal to 5r zs5 tanan the walue of
tne orl3yinal property.

6. The claimant andsor claimanc's spouse oOr  any  co—-oWwnRer f[as norc
oreviously been granted zhe property tax =cel:i2Z provided by
Section 59.5. )

7. The claimant files a cilaim for relief under cthis section within zchree

years of the date the replacement dwelling was purchased or the new
construction of the replacement dwelling was complated.

Further:
1. The State Board of Equalization will design the Zorm £fcor cla:iming
ei:gibil:ty.

2. Property tax relief wunder this section i1ncludes, but 15 not lim:ited
to: single-family residences; cooperative housing corporaticn Uunits
or lots; community apartment projects; condominium pr2jects: planned
unit development projects: mobilehomes; and owners' living units thac
are a portion of a larger structure, all as prescribed 1in
subdivisions (¢)(1l) and (2) of Section 69.5.

3. Assessors must furnish the State Beoard of Egualization with the(
appropriate information so taat the Board can ensurz that multlple§
claims under this program wiil be prevented. Forms for this ~
information ars <currently being developed and will be forwarded as
soon as possible.

The following questions and answers represent the most £frequently recesived
inquiries regarding the implementation of Proposition 60 by Chaptar 186,

1. Question
£ an ocriginal property is scld for $L00,000 and a repl
dwelling 1s purchased for $.06,9000 less than a vear lacer, cces
replacement dwelling qualify for relief under Section §3.5?

Answer

Assuming $100,000 was the current market value of the original
property and that $106,000 was the current market wvalue of the
replacement dwelling at the time of sale, the answer is no. The
replacement dwelling is totally disqualified for property tax relief
since, in this case, the replacement dwelling market value exceeded
105 percent of the original property's market value (see
Section 69.5(g).(5),(B)). The following examples 1llustrate various
situations involving qualification value requirements.

.



TO COUNTY ASSESSORS

Situation One

Original
Property

Repiacement
Property

Sictuation Two

Original
Property

Replacement
Property

Situation Three

Original
Property

Replacement
Property

Situation Four:

Original
Property

Replacement
Property

Date
Of Sale

Market
Value

Equal

Lesser Value

September 11, 1987

or

Factor

(Replacement acguired after sale)

1-17-87

6~10-87

$§100,00

$106,000

x1.05
(within

lst year)

Allowablz
Replacemants
Dwa_1ing
Value

$105,0090

NOT QUALIFIED

(Replacement acquired prior to sale)

1-17-87

12-15-86

{

(Replacement acquired after sale)

1-17-87

2-21-88

$100,000 x1.0 =
(prior to)
$106,000 R
$100,000 x1.10 =
(within
2nd year)
$106,000 .

(Replacement acquired prior to sale)

4-17-87

12-5-86

$100,000

$98,500

x1.0
(prior

to)

$100,0C0

NOT QUALIFTED

$110,000

QUALIFIED

$100,000

QUALIFIED
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Question

If a qualified claimant first sells his/her original property and
then transfers its existing factored base year value of $60,000 to a
subsequently acquired. replacement dwelling that has an existing
taxable value on the roll of $40,000, should a supplemental
assessment be levied for $20,000 as of the date of purchase of the
replacement property?

Answer

Yes, assuming the current market value of the replacement dwelling
exceeds the new base-year value which resulted from a change of
ownership of the replacement dwelling. Although the new base-year
value was transferred from the original property, it results in a
supplemental assessment for the difference between the new base-year
value and the current roll value, or $20,000.

Question

In the reverse situation from that described in Question No. 2 above,
where the original property's base-year wvalue 1is $40,000 and the
replacement property's base-year value is $60,000, should a negative
supplemental assessment resulting in a refund be calculated for
$20,000 as of the date of purchase of the replacement property?

Answer

Yes. Pursuant to Revenue and Taxtion Code Section 75, supplemental
assessments, both negative and positive, must be calculated for
situations such as described here and in Question No. 2.

Question

When the value comparisons are made to determine qualification,
should a deduction be made from the existing factored base year value
of an original property being transferred to a replacement dwelling,
when the original property differs from the replacement dwelling by
having, for example, a swimming pool while the replacement property
does not?

Answer

No. It 1is <clear from the language of the bill that the property to
be compared is the property occupied as the <claimant's principal
residence in total which qualifies for the Homeowners' Exemption
including, in this case, the swimming pool.

An original property which had a second residence on the lot that was
a rental, however, could have an adjustment made to the existing
factored base year value being transferred to a replacement property
to adjust for the rental residence and that portion of land used to
support the second unit since that portion was not occupied by the
claimant .as his/her principal residence.

.

LR
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Question

Can the benefits of Section 69.5 apply wnere the transfer of the
original property is excluded from change in ownership because it 1is,
for example, an interspousal or parent-child transfer or is a
transfer to the owner's wholly-owned corporation? ’

Answer

No. Section 69.5,(e) states, in pertinent part,

“This section shall not apply in any case in which the transfer of
the original property 1is not a change in ownership which subjects
that property to reappraisal at its current fair market value in
accordance with Section 110.1 or 5803." Therefore, the replacement
property should be reappraised.

Question

Will the transfer of an original property or a replacement dwelling
by gift or devise gqualify for property tax relief under Section 69.5?

Answer -

No. Section 69.5 requires a "sale" of the original property and a
"purchase" of a replacement dwelling. "Sale" 1is defined as *“any
change in ownership of the original property for consideration"
{Section 69.5 (g), (8)), and "purchase" is defined as "a change in
ownership for consideration" (Section 67).

Question

When a replacement dwelling that has received Section 69.5 benefits
subsequently resells, how is the transfer handled?

Answer

The dwelling is reappraised as of the date of the latest sale. The
appraised value is compared to the existing taxable value reflecting
the Section 69.5 benefits, and a supplemental assessment is enrolled
for the difference as of the date of the sale.

Question

Given the following facts, what actions should the assessor take as
of December 1, 19872 What is his/her authority?

Facts:

a. The replacement dwelling was acquired on May 10, 1987, prior ¢to
the sale of the original dwelling.
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b. The assessor reappraiséd the replacement dwelling and issued a
supplemental roll assessment as of June 1, 1987 for both the
remainder of the fiscal year plus the next full year.

c. The original dwelling, which has a much lower base-year wvalue,
is then sold on November 20, 1987 for an amcunt egqual to or
slightly greater than the replacement dwelling value.

d. A timely claim is filed under Section 69.5.

Answer

Although there 1is no authority in the supplemental roll statutes to
initiate a second assessment for the replacement dwelling without a
change in ownership or new construction occurring, an adjustment of
the base-year wvalue of the replacement dwelling to reflect the
transferred base-year value of the original property is authorized by
subdivision (h) of Section 69.5.

Section (h) states:

"Upon the timely filing of a <claim, the assessor shall
adjust the new base year value of the replacement dwelling
in conformity with this section. This adjustment shall be
made as of the latest of the following dates;

(1) The date the original property is sold.
(2) The date the replacement dwelling is purchased.

(3) The date the new construction of the replacement
dwelling is completed.

Any taxes which were levied on the replacement dwelling
prior to the filing of the <¢laim on the basis of the
replacement dwelling's new base year value, and any
allowable annual adjustments thereto, shall be canceled or
refunded to the claimant to the extent that the taxes
exceed the amount which would be due when determined on
the basis of the adjusted new base year value."

Subdivision (h) provides independent authority to the assessor to make
appropriate corrections to the base-year value reflected on the supplemental
roll, or the regular 601 roll, in order to reflect the transferred base-year
value as of the date the original property is sold (or such other date as is
applicable).

&

v
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10.

11.°

Question

If a homeowner sells his/her original property and then purchases a
replacement dwelling {(all gqualified for treatment under Section 69.5)
with someone other than a spouse as a joint tenant, can he/she still
receive tax relief under Section 63.57?

Answer

As long as one of the joint tenants (no matter how many there are) in
this situation is a qualified claimant, then the factored base-year
value of the original property can be transferred to one replacement
dwelling. Subdivision (d) of Section 69.5 provides, however, that 1if
two or more replacement dwellings are acquired by two or more
co-owner eligible claimants, only cne is eligible for relief.

Question

Can otherwise qualified nonspouse co-owners, "A" and "B", sell
original property "Y' and qualify for treatment under Section 69.5
when "A" acquires replacement dwelling "2"?

Answer

a. Yes, but only owner "A" can receive the benefit of Section 69.5
on dwelling "Z" for the transaction. "B" has forfeited any
right for benefit for this transaction; however, "B" may still
qualify wunder a totally different transaction. In other words,
owner "B" has not lost his/her right to a future claim on an
unrelated transaction since he/she never received any Section
69.5 beneift from the property "Y"/"Z" transaction.

Question

Can otherwise qualified co-owners, "A" and "B", sell original
property “¥" (a duplex which they occupy one side each), acquire a
single-family replacement dwelling each, "Y* and "Z", and still
gualify?

Answer
Yes, but the wvalue comparison must be made between their respective

portions of original property "X" as compared to their replacement
dwellings, "Y" and "Z".
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13,

14.

Question
Can two ctherwise qualified owners, "A" and "B", sell their
separately owned and occupied properties, "X" and "Y", and then

combine their ¢laim for one replacement dwelling "2Z"?
Answer

No. The base—-year value of only one original property can be
transferred to a replacement dwelling. “A" and "B" can both be
claimants for the replacement dwelling, but cannot combine the
base-year values of the original properties. They would bhave to
choose which original property they want to be considered for
comparison and subsequent value transfer.

Question

Can two otherwise qualified owners, "A" and "B", recently married to
each other, subsequently sell their prior separately owned and
occupied properties, "“X" and "Y¥", and then combine their claim for
one replacement dwelling "Z" together?

Answer
No. See Answer 12, above. There is no provision in the statute for
combining claims when acquiring one replacement dwelling. "A" and

"B" could qualify €£for two separate replacement dwellings provided
that the replacement dwellings qualify as their separate principal
places of residence and neither party is an owner of record on the
other's replacement dwelling.

Question

Husband "A" and wife "B" claim and are granted the Section 69.5
exclusion. Subsequently, they divorce and "A" marries new wife "C"
who has never applied for nor received the benefit of Section 69.5.
"A" and "C", otherwise gqualified, buy a replacement dwelling for
"C's" original property. Can they qualify for a Section 9.5 Dbenefit
on wife "C's" claim.

Answer

If husband "A" 1is to be an owner of record of wife "C"s replacement
dwelling at the time of acquisition, the answer is no because "A" |is
considered to be a claimant. However, if wife "C" applies for the
benefit while husband “A" 1is not an owner of record on the
replacement dwelling, then the answer 1is yes because as the sole
claimant "C" has not previocusly received a Section 69.5 benefit.
Further, once wife "C" has been granted the benefit, she can
subsequently add husband "A" as an owner of record without affecting
her claim.

'(~
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15.

Question

Given

the following facts, is a taxpayer eligible for treatment under

Section 69.5 when:

a.

A" acquires a lot on September 15, 1986 for $25,000 market
(taxable) wvalue; "A" then sells his/her original property (lot
and dwelling) January 10, 1987 for §175,000 market (taxable)
value; "A" then completes construction of the replacement
dwelling on May 4, 1987 for §$100,000 market (taxable) value.
Meanwhile, the market value as of May 4, 1987 £for the
replacement property lot has risen to $35,000.

Answer

Yes, assuming "A" is otherwise qualified for treatment under
Section 63.5. First, the "of equal or lesser value" test has
been met. Since in this case the total wvalue for comparison
purposes, the replacement dwelling as of May 4, 1987 is $125,000
($25,000 Land, $100,000 Improvements) while the market wvalue
(within the first vyear) for the original property is $175,000.
Further, although the 1lot was purchased before, while the
replacement dwelling was constructed after, the sale of the
original property, both events took place within two years "of”
the sale and qualify under the two-year time limit found in
Subdivision (b)(5). In this instance the land of the
replacement dwelling receives no Section 69.5 benefit as it was
purchased prior to November 6, 1986. The factored base-year
value of the original property improvement should be transferred
as the base-year value of the replacement property improvement.
The replacement dwelling 1land wvalue 1is then added at its
purchase date value to the transferred base-year value of the
improvements for a total assessed value.

"B" sells his/her original property, a mobilehome (no lot), for
$70,000 market (taxable) value on January 10, 1987. “B" then
acquires a conventional house and lot £for §70,000 market
(taxable) value on March 10, 1987 as a replacement dwelling.

Answer

Yes, assuming taxpayer "B" is otherwise qualified for treatment
under Section 69.5. Again, the “of equal or lesser value" test
has been met since the market value for the replacement property
is $70,000, it is within the 105 percent first year value limit
of the original property. The factored base-year value of the
mobilehome may then be transferred to the replacement property
house and 1lot, maintaining the same ratio for land and
improvements as reflected in the market value.
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%
EXAMPLE:

Allocation of Improvement Value of Original Property To Land and Impreovement
Value of Replacement Dwelling.

Factored Market Market Ratio Allocation of
Base Value Value L&I to F.B.Y.V. to
Year as of as of total replacement
Value 1-10—-87 3-10-87 property property
Original $35,000 $70,000 N/A N/A
Property
(Mobilehome)
Replacement N/A N/A S 70,000 $35000
Dwelling (Includes L-$2Q,000 .29 x$35000 = S101%9
House and Lot) I-850,000 .71 x$35000 = $24859
16. Question

What 1s the proper treatment of new construction that is added to a
qualified replacement dwelling after 1its purchase but within two
years of the sale of the original property?

Answer ;

The date that a claimant files for the Section 69.5 benefits and the
type of new construction involved must be considered.

The statute specifically allows for new construction to replace the
original dwelling. Therefore, if a claimant buys a lot and proceeds
to build a replacement dwelling, the assessor must determine when
that dwelling 1is complete, regardless of when the claimant files for
the benefit (within three years of completion). This must be done to
prevent someone from starting construction on a larger more valuable
improvement, but asking the assessor to compare when it 1is only
partially complete in order to have a lower replacement dwelling
value for comparison purposes.

In a different situation where the claimant has purchased a house and
lot ‘“"package" and has taken out a building permit for an addition,
but meanwhile has f£iled a Section 69.5 claim, the assessor should
disregard the building permit and compare the two properties as they
were when they were sold and purchased. If and when the addition 1is
subsequently completed, the assessor would then add its value as new
construction to the transferred base-year value.
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17. Question

Has a claimant lost his/her Section 69.5 eligibility when he/she
acquires a replacement dwelling first, occupies it and receives a
Homeowners' Exemption, then almost two years later sells the original
property which no longer has a Homeowners' Exemption?

Answer

No. The legislative intent 1is that the provisions of this bill be
construed liberally in the taxpayer's £favor,. Obviously, 1in this
situation, the taxpayer cannot qualify at the same time £for a
Homeowners' Exemption on both properties. Since the claimant did
previously qualify for the Homeowners' Exemption on the original
property as well as currently qualifying on the replacement dwelling,
the benefits of Section 69.5 should be granted, assuming the claimant
is otherwise qualified and the original property was merely held for
sale without any other intervening use.

18. Question

Can an original property mobilehome qualify for Section 69.5
treatment when a replacement property is acquired?

Answer

Yes, but only if the mobilehome is enrolled as real property. If it
is not, then the mobilehome is not elicible since there is no real
property base-year value to be transferred. In keeping with
legislative intent, were a taxpayer to convert his/her mobilehome
from vehicle license fee status to real property taxation status, in
anticipation of Section 69.5 applications, a claim should be allowed,
assuming the claimant is otherwise qualified.

We hope the foregoing information proves helpful in implementing the
provisions of Section 69.5 of the Revenue and Taxation Code. If you have any
questions regarding the implementation of this legislation, please contact our
Real Property Technical Services Section at (916) 445-4982.

Sincerely,

Y 2t

Verne Walton, Chief
Assessment Standards Division

VW:wpc
Enclosure
AL-19A-0042M



